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PART I 

LIABILITIES AND STOCKHOLDERS' EQUITY 

I 

I 

Current Liabilities 
1 Short-term debt ........................................... 

‘Accounts payable..........................~ ............... 
Other accfued liabilities ................................. 

I 
Total Current Liabilities ......................... 

Long-term debt .............................................. 
Noncurrent liabilities ...................................... 

Total Liabilities .................................. 

I 

Stockholders’ Equity 
Preferred stock ........................................... 
Conman stock ............................................... 
Capit,al in excess of par value ............................ 
Accumulated deficit ....................................... I 

FINANCIAL INFORMATION 

TEM 1. CONSOLIDATED FINANCIAL STATEMENTS 

WORLD ACCESS, INC. AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS 
(IN THOUSANDS) 

TABLE> 
CAPTION> 

JUNE 30, 
1999 

..__-____^__ 
(UNAUDITED) 

S <c> 
ASSETS 

utrent Assets 
Cash and equivalents...,........,..,,.......,.,........... $ 98,936 
Accounts receivable ..*.........,.,.....**...... . . . . . ..*a.. 37,342 
Inventories............................................... 45,216 
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,022 
Other current assets..........,....,.~..,~.,...,.......... 21,907 

--------- 
Total Current Assets . . . . . . . ..*.*.................. 296,483 

:operty and equipment..........,.,.,.,....,................ 62,325 
jodwill and other intangibles..........,......~............ 309,540 
:her assets ..,..,..,..........,.......... **...*.,..,.,,.... 24,798 

_----_^_- 
Total Assets........,..........,...,........,...... $ 693,146 

~=.z~~,s=== 

$ 12,285 
58,393 
45,744 

_^------- 
116,422 
140,728 

10,204 
_-,.--mm..- 

267.354 

1’ 
448 

544,481 
(119,138) 

_-_--- -_- 

DECEMBER 31, 
1998 

_____------- 

s 55,176 
70,485 
48,591 
37,185 
21,381 

e-.,-v---- 
232,818 

63,602 
298,780 

18,612 
____e---- 
$ 613,812 
.zzP31EcL=-= 

$ 17,989 
36,418 
52,825 

_----e-v- 
107,232 
137,864 

8,133 
___-_---- 

253,229 
___--_--- 

-_ 
441 

472,945. 
(112,803) 

c 



: and stockholders' Equity- 
.__--. .__-.. 

Total Liabilities and Stockholders' Equity- Total Liabilities 

</TABLE> </TABLE> 
See notes to consolidated financial See notes 
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!--StartFragment-->WORLD ACCESS, INC. AND SUBSIDIARIES 

1. CONSOLIDATED STATEMENTS OF OPERATIONS 
(IN THOUSANDS, EXCEPT PER SHARE DATA) 

TABLE> 

Carrier service revenues .................................... 
Equipment sales ............................................. 

Total Sales ...................................... 
Cost of carrier services .................................. 
Cost of services network .................................. 
Cost of equipment.sold ..................... . .............. 
Amortization of acquired technology ....................... 

Total Cost of Sales ................................ 

Gross Profit .................................... 
Research and development ................................ 
Selling, general and administrative .................... 
Amortization of goodwill ............................... 
In-process research and development .................... 
Restructuring and other charges ........................ 

Operating Income (Loss) ............................ 
Interest and other income ................................... 
Interest expense ............................................ 

Income (Loss) From continuing Operations Before 
Income Taxes and Minority Interests .............. 

Income taxes! ............................................... 

Income (Loss) From Continuing Operations Before 
Minority Interests ............................... 

Minority interests in earnings of subsidiary ................ 

Income [Loss) From Con’tinuing Operations .......... 
Net income (loss) from discontinued operations ............. 
Write-down of discontinued operations to net realizable 

value .................................................... 

THREE MONTHS SIX MONTHS 
ENDED JUNE 30, ENDED JUNE 30, 

__-_-^__-_______-- __-_..-------------- 
1999 1998 1999 1999 

-__--___ _____-- _^o_--.-- _--a---- 
(UNAUDITED1 

cc> <Cl <c> cc> 
$113,279 0 718 $196,891 5 1,263 

64,493 33,624 122,360 56,684 
-------- -_----- _____-_- _-em---- 

177,712 34,542 321,251 57,947 
99.611 587 175,269 1,041 

4; 394 38 9,963 
36,140 17,171 66,690 29,3:36 

1,200 -- 2,400 em 
__-_--__ 

141,953 
-------- 

35, a19 
4,419 

15,032 
3,251 

-- 
-- 

- - - - - - - 
17,796 

16,746 
1,746 
4,013 

833 
-- 
-- 

..-_--w- 

I------ - _-----em 
256,322 30,470 

_..-_-s-m -w-v---- 
64,929 27,477 
8,773 2,478 

26,939 6,798 
6,369 1,475 

-- 35,400 
-- 590 

____---_ -__----- 
13,117 10,154 20,848 (19,264) 

1,083 699 1,506 1,970 
(1.9761 (1,515) (4,604) (2,958) 

____-__- ------- -_--- ^-- -------- 

12,224 9,336 17,750 (20,252) 
5,952 3,721 9,357 5,906 

_ - - - - - - - __--^-- -------- --e----s 

6,272 5,617 8,393 126,158) 
-- 848 -- 1.532, 

-______- ______- I ___--_-- _-m--w-- 
6,272 4,769 8,393 (27,690) 

1685) 1,702 1653) (40) 

(13,662) -- (13,662)’ --’ 
__-____- _--e-e.- __-_--_- -_-m--e- 

I Net Income’(Loss)..,.,,.,..,................~...... (8,075) 6,471 (5,9221 (27,730) 
.rr+----a-~ rco~lr dividendc.. . . . . 413 -- -_ I ,,..,..,..........,..*...... 413 ~~. __.__ -..--. 

-------- __-___- __------ ____---_ 



Net Income (Loss) Available to Common 
Stockholders..,.........,..,...,~.....,.........~ $ (8,488) $ 6,471 5 16,335) S(Z~l, IJUJ ;. 

sppPmass WPPSZIP -PPsSIPL- -m-1.-.- 
Income (Loss) Per Common Share: 

Basic: 
Continuing Operations.,.........................~....... $ 0.16 $ 0.23 $ 0.22 $ ~(1.39) 

’ Discontinued Operations............,..,.q.....,......... (0.39) 0.08 (0.40) -.. 
______-- _--e-m- ____---- ----a--- 

Net Income (Loss) . . . . . ..*..........*..*...*..*....**.... $ (0.231 $ 0.31 s co.181 $ (1.39) 
s=Pc,Ps== ~F,Szs~=E ae~~~DE~ %=30---p 

Diluted: 
, 

Continuing Operations....,..............:............... S 0.16d s 0.22 s 0.22 s (1.39) 
Discontinued Operations.............,,.,.......,,,...... (0.36) 0.08 (0.37) -- 

-------- ____--- .._--_.+-- -_------ 
Net Income (Loss1 ..I.........,............,......~...... $ (0.20) $ 0.30 $ (0.15) $ (1.39) 

==sz=z5== ssdS=n== *c==L=Dm s.PEz#m=PP 
Weighted Average Shares Outstanding: 

Basic..................................,..,......,.,...... 36,375 20,576 36,232 19,960 
33w=scn= =asEPPm %,e.s9..swnw DsPwmmn- 

Diluted...........,.,~...,.....,...,............,.......~. 40,296 21,822 38,446 19,960 
‘~=~,P~e~ ax3.2=m* s?w=ilPsP sP=&z=Das 

</TABLE> 

See notes to consolidated financial statements. 
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WORLD ACCESS, INC. AND SUBSIDIARIES 

I 

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY 
(IN THOUSANDS) 

s> 
alance at January 1, 1999............... 
~Net and comprehensive net loss......... 
Issuance of preferred shares in private 

offering...............,.......,.... 
Issuance of preferred shares for 

acquisition of business.......,.-. . . 
Dividends on preferred stock........... 
Release of escrowed shares for 

acquisition......................... 
Issuance of shares for technology 

. * 

. . 

license.......................... 
Issuance of shares for options and 

warrants...........,.. . . . ..I..... 
Tax benefit from option and warrant 

exetcfses.........,...,~,,..,..., 
Issuance of shares to 401K plan..... 

I 
Balance at June 30, 1999.............. 

. . . . 

. . I , 

. . . , 

. . . . 

, . . . 

I </TABLE> 

See notes to consolidated fi .nancial statements. 
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<PREFERRED COMMON 
STOCK STOCK 

__..--e--w ____-_-- 

cc> CC> 
$ -- 3 441 

1 

-------- _-_---- - 
s 1 $ 448 
miEi3czPiiP ~PP=P~~P 

CAPITAL IN 
EXCESS OF ACCUMULATED 
PAR VALUE DEFICIT TOTAL 
_________- ..--em------ _------- 
(UNAUDITED) 
<c> cc> cc> 

$472,345 $360,583 
(5,922) 

47,750 47,751 

la, 5.39 

2,824 

1,705 

479 

18,539 
(413) (4131 

2,825 

1,710 

480 

54 
la5 

-_____-_ _____^-o- 
S544,481 $(119,1381 
sw*PPDDP, sac=~ip3~PP 



I I--StartFragment-->WORLD ACCESS, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(IN THOUSANDS) 

<TABLE> 
<CAPTION> 

I 
-S> 
Cash Flows From Operating Activities: 

Net loss .................................................. 
Adjustments to reconcile net loss to net cash from 

operating activities: 
Depreciation and amortization .......................... 
Write-down of discontinued operations to net realizable 

value ................................................. 
Income tax benefit from stock warrants and options ..... 
Special charges.....................: .................. 
Minority interests in earnings of subsidiary ........... 
Provision for inventory reserves ....................... 
Provision for bad debts ................................ 
Stock contributed to employee benefit plan ............. 
Changes in operating assets and liabilities, net of 

effects from businesses acquired: 
Accounts receivable .................................. 
Inventories.......................~ .................. 
Accounts payable ..................................... 
Other assets and liabilities ......................... 

Net Cash From Operating Activities ................ 

Cash Flows From Investing Activities: 
Acquisitions of businesses, net of cash acquired., ........ 
Proceeds dram sales of assets ............................. 
Capitalization.of software development costs .............. 
Expenditures for property and equipment ................... 

Net Cash Used By Investing Activities ............. 

Cash Flbws From Financing Activities: 
Net proceeds from sale of preferred stock ............. 
Short-term borrowings ................................. 
Principal payments under capital lease obligations .... 
Repayment of industrial revenue bond ..... .... 
Proceeds from exercise of stock warrants and options ........... 
Long-term debt repayments ............................. 
Mhr tssuance costs ................................... 

SIX MONTHS ENDEU 
JUNE 30, 

________----------.. 
1999 1998 

_--e-e-- _..----..- 
(UNAUDITED) 

cc> <c> 

$ (5,922) $(27,731) 

15,123 3,194 

13,662 -- 
54 4.222 
-- 40; 434 
-- 1,532 

680 144 
1,453 316 

185 92 

(23,121) (13,088) 
(10,236) (9,294) 
13,909 9,101 
(1,499) (5,970) 

-__-_--- -_------ 
4,288 2,952 

___----- _-e-_-w- 

(2,241) 
4,154 

(2,452) 
(4,163) 

___-__-- 
(4,102) 

______-_ 

47,788 
1,200 

(1,626) 
(4,072) 

480 
-- 

(1361 

(62,084) 
-v 

(1,831) 
(5,859) 

__------ 
169,774) 

-------- I 
^_ 

4,297 
-- 
-- 

3,080 
(967) 



Net Cash From Financing Activities...............Q 42, bJr 
_-_-_-- - 

Decrease in Cash and Equivalents.......................... 43,020 
Cash and Equivalents at Beginning of Period............... 55,176 

__------ 

Cash and Equiralents at End of Period..,......,........... $ 98,996 =zs==zi== 

Supplemental Schedule of Noncash Financing and Investing 
Activities: 
Issuance of common stock for businesses acquired.......... $ 2,825 
Issuance of preferred stock for business acquired......... 18,539 
Issuance of common stock for technology license 

agreements...........,...,,,.,......,.,................. 1,710 
Issuance of stock options for businesses acquired......... ^_ 
Conversion of note receivable to investment in ATI........ -- 

</TABLE> 

See notes to consolidated financial statements. 
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u, %I” 
__,._---- 

(60,412) 
118,065 

^__----- 
$ 57,653 
~.==~s~~E 

6 33,397 
-- 

-- 
8,360 
4,485 
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STATEMENT OF 
FINANCIAL,TE~BNI~AI.AM)MANAGERUL 

SUPPORT INCLUDING SAFEGUMi% ON 
SJAMMINGANDCRAMMINC 

I.1 INTRODUCnON 

OXI Mmh 1,2000, World ACCGS~, Inc., a publical~y traded te;~nummicatiotts holdins 
company, organized awholly owned subsidiary. World~Change Comnm&acons, Inc. (WxC). 7he 
~UQOSC for orgsnirine WXC wzu to faoilitato thotransaotion whereby World Access thro~ghwxc 
would aquirc all of the stook of Communications T&systems, l,tc. (Clr). 

CTI Was pIwi0Udy c&ificd with the Illinois Conmgm Co~igsion (wxnmission~ in 
DO&~ NO. 93-0079 and 97-0333. However WxC is not prcsmtly c&f&j with the Commission. 

Since WxC will bc the suvivor of the merger between Cm sod WxC, WxC is requind to 
become certified with the Commission in order to carry on the business of CTI. 

W FIN.4NCIAI.l 

She WXC was ~rgattizd soJely for the purposeofacquiring the business of CTL the md 
alone financial9 of WxC am minimal. Therefore, for purposes of WxC*s appkation with tis 
CO~SiO~thcfinancialsOfWXc'Spannt~rpo~~on~~a~~h~. (~~f~~recent fmcial 
statement has been attached hereto). 

ACWrding to the more recent financial statements, World Access &d total asset.5 of over 
$2 bii0~ and liabilities of S819 million with a stockhold~s oq&y of ova $1 billion. It is ClealY 
cvidcot from the attached 5ancials that WxC, through ita p-t, has the &a&eI ability to provide 
tolcco~~cations semices within the Stats of Illiois. 

III.) MANAGE~ECHNICAL 

ThC ~RllCIlt Of WXC till, fOr the most part n&or the -gomoot of its CMPm@ 
p-t Wmld ACCCSS. As can be saen from the following sm, the management of WXC hss 
sufiiciont qdfications to operate a provider of tclewmm~~tjo~ witi the State of Illinois. 

‘4-1 John D. Phillips (Director): 

Named &of Exmrtivc Officn and President of World Acwgg, hc. rWAX4” on Nssdaq) 
on Dcccmbrr 16.1998, following the acquisition of the tompsny he was tha CEO of, Resqns 
CO~C~O~S hup. I&. Phillips WILS eketed Cha,of&c Bo& on May 28.1999. 

PriortohisroleatR~~Mr.~p~was~Rcsid~~tandCEOofTheActaMGrouR 
In. C’A~va”), fmly known as Fuqua Industries, a $1.3 billion di&ikd holding COmPrtnY. 



P.3 

Mr. ~~~~~BbegenhiBcanerintc~ecOmmuni~O~~~~, 1982&r,hefotmdedTr-~l 
America (“TA”l, a reside long distance telephone company, TA co.mp~oted a reverse mKgK and 
acquire Advawed Telewmmunications Corporation (“NC”), e zcm Pius and one plus 
tCkCO~unicatiOnS Company, irt hme 1983. Mr. Phillips built ATC from 520 r&ion ill S&S to 

mom than S1609 million in revuue by 1988. Mr. Phillips was the a&it& ofthe &ewvay mKgK 
of RCG with Metromedia Communications Corporation end LDDS. T& ~en.wztion created the 
fourth largest long dice company in the countzy, WorldCorn, fnc. 

Mr. Phillips has SUCCCSS~UU~ acquired or merged m0n.w 150 caqm!lieB end ba~ 
compIeted more than 50 rounds of debt and public qu@ offerings. ws track record deinoostmtes 
his ab% to assemble tttattagemettt teams capable of successtid~y competing within their rts#ve 
industries and delivering strong shareholder returns. 
traded, within the exception of NGK. 

All of his companies have been publically 

Mr. Phillips has been a director of World Access, Inc. since 1995. 

B-1 W. Tod Chmv (PresldentDirector) 

TodChmarhkss~edasanExcc~tiveVice~sidentofWor~dAc~ss,~c.sinceDecembcr~ 
1998 following World Access’s acquisition of Chen-y Corrm&c~o~ Incorporated. Prior to that, 
Mr. Chmar became an Executive Vice President of Cherry Comrm&aeom ‘Incorporated d/b/a 
Resurge-m Communications Gmup and of Cherry Cosrmunicatio~ U.K Limited in October of 1997 
when Jack Phillips became CEO. He also became a &rector ofboth ~rpom&ms at that time. 

h&. Chmar served as Senior Vice Prcsidcnt of Metromedia &mational Group, Inc.. tim 
November 1995 h&h December 1996. Prior to that he v,w S&or vi= P&dent of the Acta- 
&OUp. hC. from 1994 through November 1995, w&t it merged v,-& &ion pi&iES COrpOdOn 

and Metromedia httrmationd TekCommunicaths, Inc. to form Metromedia International Group. 

FromJanuary 1985 until Scptcmbcr 1993,Mr. Chmar~ap~~~&elaw firm oflong. 
Aldridgc 8~ NOrmaS specializing in mergers and acquisitions and corPomtc finamz. He beg= 
rw=enting Mr. Phillips at Resurgens, Metromedia CO~~IIU&&O~ Corporation and LDDS 
~mm~cationS, kc., in September 1993, he joined Mr. Phillips as a bushess partner to pursue 
business deals. 

c.1 Mark A. Gcrgel (Secretary): 

Mark Gergel joined the WorUAccess. Inc. in Am 1992 m Vice president and Chief 
Finmc~ office. In December 1996, he was named an Exeoutive Vice Pr&dent of the CompMY 
aadinDecember1998,he~elcctedadinctorofthcCompsny. Pmmi983m&ilMa%h 199&m- 
ongel heId five positions of incre&ng responsibility with F&&Mod ~mpomtion, a publicly- 
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Prior to joining Federal-Mogul, Mr. Gergel spent four years with iho htemational account firm of 
Ernst & young. MC. Gergel is a Certified Public Accountant. 

& a mdt of the structure of the transaction behvm C’fl ad WxC b&g a mK8Kv -Y 
of the tdmhl and ~~giaCning staffwho are properly employed by C’II will lxcxune emploY=s of 
the combined company, WxC. Since CTI was previously certified by &is Commission, tae 
thDIIiBBiOn has had the opp~IlUl@ to review and approve of the technica.l q&iity of the Staff 
of CTl. ThFnfOR, Since many of the technical state of CTI will be erqloyed by be combined e&‘~ 
WXC msp&ively asserts that wt ody is its present managema te&&&y capable of opedif% 
a tekcommunications service provider but, combined titb cf~‘s &boid staff, has more than 
sufficient teclmical capabilities, 

IV.) SLAMMING/CRAMMING POLICY 

WXC has a P0licY of zero toleration for either slamming or =dg. Although the 
company has not developed a specific training menual for its mrployees, all wnt and new 
KllplOyCCS KC edUCL7Wd COnoCI!lhg what shimming is and how to avoid &g afoul to the ties. 

~PlOYee bcation consists of supervisors or cxplai&g what slamming is end reviewing 
Subpart K of 47 CFR Ch. 1 which sets forth the proper method by which an e&user changes his 
lo- distance. If my employee Violates the FCC’s ~1~ rules, the pen&& paid by the 
company are deducted from the cmployecs paycheck 

With m&kt to cramming the company has a policy of only billing for services for which 
it holdsavalidscrviceordnformandwiU onlybill for& s&~scont&edintheon.ier fomt The 
toqmy does not bii on behalf of third parties. 

WxC believes that its policies are sufficiently comprehensive so e.s to avoid violation 
of the slamming and cmmming mle~. 


